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Letter  to  Shareholders 


Ralph  Lazarus, 

Chairman  of  the  Board 


Harold  Krensky, 

President 


Annual  Meeting:  All  Federated  shareholders  are  invited  to 
attend  our  1975  annual  meeting.  It  will  be  held  at  2  p.m.  on 
Tuesday,  May  27,  at  Federated’s  headquarters,  222  West 
Seventh  Street,  Cincinnati,  Ohio. 


Dear  Fellow  Shareholders:  In  1974,  Federated  Department 
Stores,  Inc.,  continued  its  record  of  progress  and  achieve¬ 
ment.  Sales  and  earnings  were  the  highest  in  history. 

This  is  the  first  year  in  which  the  company  achieved 
sales  of  more  than  three  billion  dollars. 

Earnings  per  share  for  the  52  weeks  ended  February  1, 
1975,  were  $2.69,  compared  to  $2.57  per  share  for  the  52 
weeks  ended  February  2, 1974.  Federated's  net  income 
was  $119,013,433,  compared  with  $113,731,648  in  the 
previous  year,  for  an  increase  of  4.6% .  Sales  were 
$3,269,108,363,  compared  to  1973’s  $2,962,050,636, 
for  an  increase  of  10.4%. 

Fourth  quarter  earnings  were  $1 .21  per  share  in  1974, 
compared  to  $1.15  in  1973. 

Federated  has  used  the  LIFO  (Last-in,  First-out)  method 
of  accounting  for  inventory  since  1 941 .  The  Internal 
Revenue  Service  interpretation  of  the  statute  permitting 
LIFO  accounting  precludes  us  from  discussing  the  effect 
of  LIFO  on  our  annual  earnings. 

Department  stores  accounted  for  76.4%  of  total  1974 
sales  volume,  compared  with  78.5%  in  the  previous 
year.  Profit  contribution  of  department  stores  (before 
federal,  state  and  local  income  taxes,  central  office 
costs  and  interest  expense)  was10.3%  of  theirsales, 
compared  with  10.5%  in  1973. 

Our  mass  merchandising  divisions  produced  23.6% 
of  total  1974  sales,  compared  with  21.5%  in  1973. 

Their  profit  contribution  was  3.1  %  of  their  sales, 
compared  with  2.5%  in  1973. 

It  became  clear  during  the  first  half  of  1974  that  the 
general  economic  situation  was  deteriorating,  so  we 
intensified  our  review  of  division  plans  and  strategies 
to  make  sure  they  were  in  tune  with  the  realities  of 
continuing  inflationary  pressure  and  the  oncoming 
recession.  Fall-back  alternatives  were  developed  to  be 
used  depending  upon  the  economic  situation  and  any 
resulting  adverse  impact  on  sales  levels. 

As  sales  softened,  our  primary  emphasis  was  on 
expense  management  as  well  as  inventory  manage¬ 
ment.  We  developed  programs  that  maintained  our 
standards  of  customer  service  at  reduced  costs,  by 
increasing  productivity  and  carefully  monitoring  other 
expenses.  This  had  immediate  results  and  longer  range 
benefits.  Inventory  plans  were  revised,  and  programs 
were  prepared  for  an  orderly  reduction  of  inventories  to 
meet  revised  sales  plans.  These  programs  were  imple¬ 
mented  successfully  by  our  divisional  organizations. 

As  we  were  stressing  these  disciplines,  we  also  aggres- 
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sively  developed  successful  business-getting  concepts. 
The  problem  for  Federated  management  in  1974  was  to 
cope  with  the  short  term  and  develop  strength  for  the 
long  haul.  We  believe  we  met  this  short  term  objective 
and  have  laid  a  healthy  foundation  to  cope  with  the 
difficult  economic  problems  that  lie  ahead. 

In  1974,  we  organized  a  vigorous  energy  conservation 
program  with  energy  task  forces  in  each  division  carefully 
monitoring  the  progress.  We  have  encouraged  manufac¬ 
turers  to  develop  and  market  higher  efficiency  lamps  for 
merchandise  presentation.  As  we  construct  new  stores,  we 
seek  to  apply  energy  conservation  methods  that  will  hold 
down  long  run  operating  costs.  The  result  of  this  has  been 
a  21%  reduction  in  our  overall  consumption  of  energy. 

We  do  have  some  concerns  about  the  future.  As  is 
well-known,  utility  costs  are  increasing  rapidly.  In  addi¬ 
tion,  utilities  are  experiencing  problems  of  supply  and 
that  is  requiring  us,  in  some  instances,  to  develop  new 
standby  energy  systems  for  conversion  if  required. 

Federal  and  state  environmental  controls  are  also  a 
major  interest.  Because  of  our  long  term  concern  with 
communities,  we  wish  to  help  produce  the  twin  goals  of  a 
healthy  physical  environment  and  essential  economic 
development.  Up  to  now,  environmental  rules  and  regu¬ 
lations  have  not  significantly  hampered  our  development. 

We  have  the  financial  strength  that  assures  that  our 
expressed  goals  and  plans  are  not  going  to  be  limited  by 
balance  sheet  restraints.  Our  strong  balance  sheet  is  the 
result  of  many  years  of  conservative  financial  planning 
and  the  use  of  sound  accounting  practices.  As  a  result,  our 
long  term  debt  is  only  13.2%  of  equity,  and  our  short 
term  notes  are  at  a  conservative  level. 

Internal  Revenue  Service  examination  of  our  Federal 
Income  tax  returns  has  been  completed  through  the  year 
ended  February  2, 1974.  We  are  pleased  to  say  that  during 
the  course  of  the  examination  no  significant  adjustments 
were  made  by  the  Internal  Revenue  Service. 

Federated  added  2,100,000  square  feet  of  new  retail 
space  in  1974.  In  1975  we  plan  to  add  a  total  of  2,097,000 
square  feet,  including  18  new  stores. 

Here  are  some  brief  comments  on  the  activities  of  a 
number  of  our  divisions: 

Abraham  &  Straus  opened  a  new  store  in  New  Jersey. 
This  is  a  305,000  square  foot  store  in  Paramus  and  the 
results  have  been  extremely  good. 

Bloomingdale's  is  completing  a  full  line  department 
store  in  White  Plains,  New  York,  and  has  announced 


The  NRMA’s  first  annual  Fred 
Lazarus,  Jr.  Memorial  Award  for 
initiative  and  innovation  in  com¬ 
munity  service  was  presented  by 
Ralph  Lazarus  to  Ms.  Joan  Vant,  a 
display  supervisor  at  Goldblatt's, 
Chicago,  for  her  outstanding  work 
in  raising  money  for  Goldblatt's 
Employees  Cancer  Research  Fund. 
Mr.  Lazarus  asked  the  NRMA  last 
year  to  create  such  an  award  to 
encourage  retail  personnel  to  apply 
their  talents  to  community  causes. 
Ms.  Vant  received  a  crystal  spire, 
symbolizing  high  achievement  in 
public  service,  and  a  check  for 
$1,000,  underwritten  by  Federated, 
for  the  Cancer  Research  Fund  to 
which  she  devoted  so  much  of 
her  time. 

plans  for  two  stores  in  the  Washington,  D.C. 

Metropolitan  area. 

Bullock's  has  opened  a  store  in  San  Diego  and  also 
intends  to  open  two  stores  in  Phoenix,  Arizona. 

Bullock's  Northern  California  will  open  its  third  store  in 
1975.  The  store  will  be  located  in  San  Jose,  California, 
and  will  be  176,000  square  feet. 

Burdine's  added  a  second  store  in  Orlando  and  will 
soon  open  another  in  Clearwater. 

Filene's  built  a  new  store  in  Chestnut  Hill,  near  Boston, 
and  continues  to  make  very  strong  overall  sales  gains. 

Foley’s  new  Memorial  City  store  has  been  highly  suc¬ 
cessful  from  the  beginning  and  plans  are  to  enlarge 
it  in  1976. 

Lazarus  added  a  second  store  in  Indianapolis.  It  also 
added  41 ,000  square  feet  to  bring  its  Westland  store  to 
21 1 ,000  square  feet.  60,000  additional  square  feet  are 
being  added  to  its  Northland  store  to  bring  it  to  331 ,000 
square  feet. 

Gold  Circle,  combining  convenience  shopping  and 
price  values  with  a  department  store  fashion  flair,  con¬ 
tinues  to  register  strong  gains.  It  opened  six  stores  in  Ohio 
this  year,  bringing  its  total  to  23.  It  plans  to  embark  on  an 
expansion  course  in  Rochester,  New  York,  and  has  an¬ 
nounced  that  at  a  future  date  it  will  enter  California. 

Ralphs,  our  California  supermarket  chain,  opened  eight 
new  stores  in  1974.  One  of  these,  in  Whittier,  is  Ralphs' 
second  largest  store  with  49,000  square  feet.  Ralphs 
continues  to  show  strong  profit  growth  through  emphasis 
on  both  imaginative  neighborhood-oriented  marketing 
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and  by  employing  modern  technology,  such  as  computers 
for  scheduling  work  assignments,  to  help  management 
run  a  more  effective  business. 

Lucy  Wilson  Benson,  a  member  of  the  board  of 
directors,  resigned  in  1974  after  she  was  appointed  to  a 
key  cabinet  position  in  Massachusetts.  The  former 
president  of  the  League  of  Women  Voters  of  the  United 
States  was  named  Secretary  of  Human  Services  for 
Massachusetts.  Although  her  tenure  with  us  was  all  too 
short,  we  understand  Mrs.  Benson's  willingness  to  return 
to  a  role  of  civic  leadership. 

The  board  of  directors  elected  one  new  board  member 
in  1974.  He  is  Daniel  W.  LeBlond,  president  of  LeBlond 
Incorporated,  of  Cincinnati. 

1 974  was  not  an  easy  year  for  the  men  and  women 
of  Federated.  There  has  been  a  determination  as  profes¬ 
sional  retailers  to  cope  effectively  with  the  present, 
whatever  it  may  bring,  and  to  plan  for  a  stronger  and 
more  vigorous  future. 

We  could  not  have  accomplished  what  we  did  in  1974 
without  the  dedication  to  excellence  that  is  the  trade¬ 
mark  of  our  Federated  associates  and  our  suppliers.  We 
want  to  thank  them  fortheirvalued  contributions.  We 
also  wish  to  express  appreciation  to  our  customers, 
shareholders,  directors  and  officers  for  their  continued 
support  throughout  the  year. 

Respectfully  submitted, 

Ralph  Lazarus,  Chairman  of  the  Board 
Harold  Krensky,  President 

By  order  of  the  Board  of  Directors,  March,  1975 


Thomas  C.  Wasmuth  1913  - 1975 

Thomas  C.  Wasmuth,  chairman  of  Burdine's,  died 
on  March  11, 1975.  He  was  a  gentle  man  and  a 
compassionate  leader.  He  will  be  missed 
immensely  by  his  associates  at  Burdine's  and  at 
Federated. 

Mr.  Wasmuth  began  his  retailing  career  at 
Rike’s.  For  forty  years,  both  at  Rike's  and  Burdine's, 
he  gave  unselfishly  of  himself  so  that  Federated 
and  its  people  could  find  fulfillment  and  success. 
He  was  a  man  who  inspired  and  expected  the  op¬ 
timum  from  each  person.  Under  his  vigorous  direc¬ 
tion  at  Burdine's,  the  number  of  stores  literally 
doubled  as  we  expanded  throughout  the  state. 

Mr.  Wasmuth  was  not  only  an  inspirational  and 
innovative  retailer,  but  he  was  also  a  devoted 
activist  in  community  activities.  As  a  resident  of 
Miami,  he  was  a  vocal  member  of  the  Downtown 
Development  Authority,  advocating  redevelop¬ 
ment  of  blighted  downtown  areas.  He  was 
devoted  to  the  Dade  County  United  Way,  serving 
it  as  campaign  chairman  in  1970  and  chairman  of 
the  board  in  1974.  The  United  Way  of  America 
recognized  him  for  special  achievement  in  1973. 

He  was  a  University  of  Miami  trustee,  director  of 
Southeast  First  National  Bank  of  Miami,  director  of 
the  Miami  Heart  Institute  and  vice  president  of  the 
Orange  Bowl  Committee. 

Mr.  Wasmuth  was  a  man  of  many  skills  and 
achievements.  “You  have  to  reach  beyond  your 
grasp,"  he  often  said.  "Many  times  you’ll  be  sur¬ 
prised  how  far  your  reach  will  go." 

He  will  long  be  remembered. 
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Readers  with  long  memories  may  recall  that  bleak  autumn 
afternoon  in  1972  when  newspapers  headlined  one  of  the 
most  dramatic  business  stories  of  recent  times.  After 
months  of  inching  toward  what  had  once  seemed  an  un¬ 
attainable  goal,  the  Dow-Jones  average  finally,  on 
November  10,  topped  the  1 ,000  mark  for  the  first  time  in 
history  — thereby  inspiring  a  good  many  prophets  to  herald 
the  dawn  of  a  bright  new  economic  era. 

What  makes  that  day  particularly  memorable  is  that, 
less  than  two  years  later,  the  Dow  again  made  front  page 
news,  this  time  for  a  different  reason.  On  October  3, 1974 
—  for  the  first  time  in  almost  twelve  years  —  the  average 
closed  below  600.  Now  the  commentators  who,  two  years 
before,  were  dancing  in  the  street,  spoke  somberly  of  the 
nation's  troubled  economic  future. 

I  cite  these  figures  not  because  they  are  new  or  sur¬ 
prising  but  because  I  want  investors  to  know  that  their 
message  has  been  received.  A  400  point  plunge  in  the 
Dow-Jones  average  is,  I  believe,  your  way  of  telling  all  of 
us  in  corporate  management  that  you  are  apprehensive  of 
the  future.  I  understand  your  concern.  And  that  is  why  this 
annual  report  — for  the  first  time  in  Federated’s  history  — 
carries  not  only  the  usual  review  of  operations  but  this  per¬ 
sonal  message  from  the  chairman,  a  statement,  that,  I  hope, 
may  give  you  both  a  new  sense  of  tomorrow  and  a  new 
understanding  of  the  attitudes  and  beliefs,  the  dreams  and 
convictions  which  will  shape  this  company's  future. 
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The  single  most  important  fact  in  America  today,  in  my 
opinion,  is  not  that  we  are  suffering  our  sixth  recession 
since  1945  but  that  the  nation  continues  to  be  rocked  by  a 
series  of  social  and  cultural  changes  unprecedented  in  our 
history.  Look,  for  instance,  at  this  sampling  of  events  of  the 
last  decade: 

*  An  unpopular  war  deeply  scarred  the  national  character 
even  as  the  moon  landings  gave  us  new  reasons  to  be 
proud. 

*  After  200  years  of  deprivation,  the  black  man  rose  up  in 
righteous  wrath  and  won  at  least  a  measure  of  the  rights 
that  are  his  due. 

*  During  this  same  period,  women  intensified  their  de¬ 
mands  for  freedom  and  equality.  Better  educated,  they 
found  ready  acceptance  in  the  job  market.  Now  more  than 
44  million  women  — up  by  21  million  since  1960  — are  em¬ 
ployed.  They  are  38%  of  today's  labor  force  —  a  figure  that 
suggests  changes  as  yet  unrecorded  may  also  be  taking 
place  in  husband-wife  relationships  and  in  child-rearing 
practices  as  well. 

*  Regardless  of  whether  or  not  all  of  us  approve,  there 
have  been  significant  changes  in  attitude  towards  marriage. 
Now,  fewer  than  69%  of  American  women  are  married 
and  both  marriage  and  birth  rates  are  continuing  to  decline 
while  divorce  rates  rise.  Increasingly,  singles  and  mingles 
are  replacing  the  young-marrieds  of  yesteryear  as  non¬ 
family  households  grow  more  rapidly  than  family 
households. 

*  A  nation  that  had  squandered  its  natural  resources  and 
ravaged  its  habitat  for  generations  suddenly  awoke  to  the 
fact  that  Mother  Nature  is  not  immortal  either.  Conserva¬ 
tionists  and  environmentalists  claimed  our  attention  and 
thousands  of  hitherto  heedless  citizens  clamored  for  air 
you  can  breathe,  water  you  can  drink,  foods  and  drugs  free 
of  man-added  contamination. 

*  Shortages  came  to  the  land  of  plenty:  Beef.  Paper.  Sugar. 
Lines  at  the  gas  pump  and  bigger  bills  for  heat  and  light. 
Amazingly,  a  people  known  world-wide  for  their  con¬ 
spicuous  consumption  found  the  will,  if  only  temporarily, 
to  turn  down  thermostats  and  rediscover  both  their  feet 
and  the  buses,  trolleys,  trains  and  carpools  they  had  very 
largely  ignored  since  World  War  II. 

*  Across  the  land  respect  for  and  confidence  in  even  the 
most  venerable  institutions  disappeared.  Sacred  cows  by 
the  dozen  were  slaughtered  as  Americans  rose  to  challenge 
the  authority  of  the  "Establishment",  be  it  of  church, 
school,  government  or  business.  An  index  of  their  new  dis¬ 
dain  is  a  Harris  poll  taken  late  in  1974,  which  found  that  less 
than  a  third  of  us  had  confidence  in  religious  leaders  (32%), 
the  executive  branch  of  the  Federal  government  (18% ), 
the  press  (25%),  business  (15%),  Congress  (16%)  and 
labor  (18%). 

As  even  that  abbreviated  list  suggests,  change  in 
America  has  been  both  violent  and  rapid.  It  seems  destined 
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sity.  You  wouldn't  believe  how  different  they  are  from  their 
predecessors  of  even  four  years  ago.  Gone  is  the  sign¬ 
carrying  militance  of  the  sixties.  Gone  is  the  desire  to  sneer 
at  materialism  and  flee  to  the  commune.  Gone  is  the  bla¬ 
tant  contempt  for  business.  Instead,  we  have  today,  not  a 
throwback  to  the  structural  beliefs  of  the  fifties,  but  new 
and  gentler  revolutionaries  who  still  want  to  change  the 
world  and  are  perfectly  willing  to  do  business  with  the 
Establishment  as  long  as  they  need  not  pay  it  homage  and 
as  long  as  it  pays  them  well  enough  to  finance  a  way  of  life 
that  will  bring  them  joy  and  satisfaction,  rather  than  the  fur 
coat  and  country  club  they  think  their  mom  and  dad  sold 
out  for.  Make  no  mistake!  Change  will  continue  and  may 
accelerate.  The  difference  in  generations  is  in  style,  not 
objective. 


I  have  written  at  length  about  these  matters  —  seemingly  far 
distant  from  the  world  of  merchandising  — because,  in 
reality,  they  are  the  essence  of  our  business.  The  revolution 
of  the  last  decade  was  recorded  not  alone  by  the  news¬ 
papers  and  TV  but  at  the  counters  of  our  retail  stores  as 
well.  In  fact,  it  could  be  argued  that  America's  most  sensi¬ 
tive  social  barometer  is  not  its  books  or  its  movies;  not  its 
music,  its  campuses  or  its  voting  booths  but  the  cash 
register  that  stands  mute  at  the  point  of  sale.  And  what 
that  marvelously  sensitive  instrument  has  told  us  is  that 
our  customers  have  vastly  different  wants  and  needs  than 
they've  ever  had  before. 

How  are  customers  different?  Perhaps  the  best  way  to 
give  you  a  sense  of  what's  happening  is  with  a  personal 
vignette.  I  started  my  retail  career  in  the  family  store  in 
Columbus,  Ohio,  more  than  40  years  ago.  Back  in  those 
days,  when  customer  research  was  virtually  unknown,  it 
was  popular  to  talk  about  "typical"  or  "average”  cus- 
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tomers.  We  were  even  vain  enough  to  imagine  that  there 
was  a  "Lazarus  customer"  and  we  thought  we  could  de¬ 
scribe  her— an  upper-middle-class  housewife  with  a  couple 
of  well-scrubbed  kids  who  thought  coming  downtown  to 
shop  at  our  store  was  one  of  life’s  great  adventures.  It  was 
her  practice  to  make  a  day  of  it— getting  all  dressed  up  for 
the  occasion,  having  lunch  "with  the  girls”  and  buying,  in 
many  cases,  her  clothing  for  a  season,  including,  of  course, 
the  basic  black  dress  and  the  serviceable  suit.  Sure,  styles 
changed  in  those  days,  too,  but  the  range  of  merchandise 
wanted  by  the  customer  was  reasonably  predictable  even 
if  the  customer  herself  turned  out  to  be  less  “typical"  than 
the  myth  we  had  created. 

Now  step  into  1975.  Is  there  a  new  typical  customer? 

No,  that  myth,  I'm  happy  to  say,  has  finally  been  laid  to  rest. 
Instead,  we  know  that  the  revolution  of  the  last  decade  has 
created  a  proliferation  of  life  styles  as  millions  of  Amer¬ 
icans— better  educated,  more  mobile,  seeking  a  new  sense 
of  individuality  — decided  to  do  their  own  thing.  Walk 
down  the  aisles  of  our  stores  and  you'll  see  for  yourself. 

Yes,  that  affluent  Lazarus  customer  is  still  with  us  but  look 
who's  right  behind  her!  A  blue-jeaned  school  teacher;  a 
computer  technologist  pushing  a  baby  carriage  on  her  day 
off;  a  personnel  director  on  her  lunch  hour;  a  soon-to-be 
pediatrician  in  her  med-school  whites;  a  harried  young 
couple  anxiously  shepherding  three  children  up  the 
escalator. 

What  this  new  diversity  has  done  to  retailing  is  to  make 
us  reconsider  almost  everything  we  once  believed.  Where 
once  we  catered  to  that  typical  customer,  we  now  hope  to 
be  most  things  to  most  people  —  covering  most  taste  levels, 
most  price  ranges  and  most  kinds  and  varieties  of  merchan¬ 
dise.  Now  a  woman  is  not  only  mate,  mother  and  house¬ 
wife  but  may  also  be  a  wage  earner  who  needs,  and  can 
afford,  both  more  and  more  kinds  of  clothing  than  her 
mother  ever  owned  —  jeans  for  housework  and  shopping, 
sportswear  for  the  great  outdoors,  pants  for  the  office,  a 
special  dress  for  that  occasional  great  occasion. 

Product  proliferation  has  come  to  men's  wear,  too. 

There  was  a  day,  for  example,  when  a  shirt  department 
could  be  stocked  with  eight  to  ten  styles  and  in  six  neck 
sizes  and  four  sleeve  lengths.  That  works  out  to  192  items. 
But  then  came  the  explosion  in  men's  fashion.  Suddenly 
shirt  styling  demanded  both  solids  and  stripes  in  a  wild 
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profusion  of  cuts  and  colors.  Today,  that  same  shirt  depart¬ 
ment  carries  a  minimum  of  864  items  and  the  number  is 
still  going  up. 

Or  look  inside  a  home.  With  both  partners  working, 
living  styles,  often  of  necessity,  have  turned  casual,  broad¬ 
ening  the  range  of  furnishings  required  but  with  emphasis 
on  simplicity  and  ease  of  care:  loafing  furniture  for  the 
family  room,  for  example.  Linens  and  dishwasher-proof 
china  designed  for  barbecue  or  poolside  entertaining.  And 
remember  the  singles?  Whole  new  shops  in  our  stores  now 
cater  to  their  needs  —  bean  bag  sofas  and  plastic  furniture 
created,  not  for  permanence,  but  as  an  inexpensive  stop¬ 
gap  answer  to  a  transient  way  of  life. 

Storekeeping,  too,  has  changed  dramatically  under  the 
impact  of  these  new  customers.  Sunday  openings  and  later 
week-night  hours  have  been  tailored  to  the  needs  of  work¬ 
ing  households.  Charge  and  cash  procedures  have  been 
simplified  and  automated  to  speed  the  handling  of  pur¬ 
chases  by  busy  women.  Sales  clerks  have  been  retrained  to 
cope  both  with  more  sophisticated  merchandise  and  more 
knowledgeable  customers.  Most  important  of  all,  these 
new  customers  have  taught  us  to  give  almost  as  much 
emphasis  to  merchandise  presentation  as  to  the  merchan¬ 
dise  itself.  Why  is  that  important?  For  two  reasons: 
because  new  branch  locations  put  stores  closer  to  cus¬ 
tomers,  today's  woman  shops  more  frequently  than  her 
mother  did,  giving  us  new  opportunities  for  impulse  sales. 
And,  since  goods  of  every  kind  and  description  are  readily 
available  to  all  retailers,  the  successful  merchant  is  the  one 
whose  product  presentation  whets  the  most  customer 
appetites. 

This,  I  can  assure  you,  is  no  more  than  a  taste  of  the 
change  that  has  assailed  us  these  last  few  years.  For¬ 
tunately,  I  can  report  that,  as  our  figures  show,  we  have 
come  through  this  time  of  trial  in  good  shape.  I  believe 
there  are  three  reasons  why: 

1 .  The  department  store,  in  my  judgment,  may  well  be 
retailing's  most  efficient  customer-serving  organism.  Its 
basic  strengths,  its  durability  and  adaptability  have  been 
demonstrated  anew  during  this  period  of  rapid  change. 

2.  The  men  who  formed  Federated  on  the  eve  of  the 
Great  Depression  were  wise  enough  to  conceive  a  form  of 
organization  that  capitalized  fully  on  the  department 
store's  natural  advantages.  They  created,  not  a  chain  of 
stores,  but  a  federation  of  largely  autonomous  local  busi¬ 
nesses.  Each  store  retained  its  familiar  local  name,  its 
familiar  local  character,  its  right  to  make  its  own  day-by¬ 
day  decisions.  The  genius  of  that  method  has  never  been 
more  apparent  than  during  these  last  turbulent  years. 

While  our  form  of  organization  was  designed  for  depart¬ 
ment  store  use  it  has  proved  equally  successful  in  our 
supermarket  and  mass  merchandising  divisions.  Ralphs,  for 
example,  has  far  fewer  stores  than  its  competitors  yet  it 
attracts  more  customers  than  any  other  chain  in  Los 
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3.  Perhaps  most  important  of  all,  we  have  been  blessed 
during  this  time  of  trial  with  as  fine  a  supply  of  executive 
talent  as  this  company  has  ever  known.  Many  of  today’s 
executives  joined  us  years  ago  and  learned  their  trade  in 
Federated's  management  development  programs.  Some 
chose  us  because  our  salary  and  benefit  package  is  com¬ 
petitive  with  the  best.  Some  because  they  wanted  to  work 
for  a  large  and  successful  department  store  group.  Some 
came  because  our  form  of  organization  puts  decision¬ 
making  authority  as  close  to  the  customer  as  possible  — 
which  means  that  a  man  or  woman  fresh  out  of  college  can 
quickly  take  charge  of  a  department,  run  the  business  as  if 
it  were  his  own,  grow  from  there.  And  some,  we  like  to 
think,  came  to  us  because  this  company  has  long  insisted 
that  both  the  corporation  and  its  people  devote  some  of 
their  energies,  not  to  profit-making,  but  to  the  public  in¬ 
terest.  That  is  why,  wherever  we  operate,  you  will  find  us 
working  on  the  problems  that  the  community  faces.  It  is 
why,  for  some  thirty  years,  Federated  has  diligently  sought 
not  only  to  provide  equal  opportunity  but  to  change  the 
attitudes  that  are  the  real  barrier  to  full  minority  employ¬ 
ment.  And  it  is  why  today —  whether  the  issue  is  inflation, 
consumerism,  energy  or  the  environment— you  will  find,  I 
believe,  that  we  are  part  of  the  solution,  not  the  problem. 

Now,  what  of  the  future?  Are  we  confident?  Yes,  we 
are.  And,  I  think,  for  very  good  reasons.  One  of  those  rea¬ 
sons  is  Vista.  What  is  Vista?  Well,  about  a  year  ago,  during 
a  meeting  of  our  store  principals,  it  became  apparent  that, 
no  matter  how  well  we  may  have  coped  with  change  up  to 
then,  the  people  who  run  our  stores  were  understand¬ 
ably  wary  of  the  future  and  the  even  greater  change  it 
promises.  Population  growth  is  slowing.  The  explosive 
suburban  expansion  of  the  sixties  is  largely  behind  us.  Life 
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styles  continue  to  proliferate  as  America  learns  to  enjoy  its 
new  diversity.  But  what  else  may  lie  ahead,  we  agreed,  is 
not  altogether  clear.  By  mutual  agreement,  each  division 
went  home  to  conduct  a  bottoms-up  review  and  analysis 
of  its  business:  where  it  is  now;  where  it  would  like  to  go; 
how  it  might  get  there;  what  it  knows  and  what  it  needs  to 
know.  In-store  task  forces  were  formed  and  bright,  young 
people  joined  top  management  in  drawing  a  new  road 
map  to  the  future.  Those  19  divisional  plans  are  now  being 
analyzed  by  men  and  women  from  division  and  corporate 
levels  both  for  action  and  for  the  kind  of  exploratory 
research  into  unsolved  problems  that  some  require.  For 
obvious  reasons  I  can't  reveal  the  money-making  and 
business-building  ideas  that  this  process  has  turned  up 
but  I  can  tell  you  these  things: 

. .  .This  comprehensive  Vista  program  is  the  most  searching 
self-examination  Federated  has  ever  undergone; 

...Vista  will  enable  us  to  know  our  customers  and  to  meet 
their  new  needs  far  better  than  we  have  ever  known  or 
been  able  to  meet  them  before; 

..  .Vista  is  worth  the  effort  even  if  it  produces  nothing  more 
than  it  has  already  produced— the  enthusiastic  response  of 
people  given  the  opportunity  to  participate  in  the  shaping 
of  their  own  futures. 

Combined  with  this  new  enthusiasm  we  will  continue 
to  rely  on  our  traditional  management  disciplines  that  are 
so  important  to  our  operation. 

There  are  other  reasons  why  we  feel  good  about  to¬ 
morrow.  Geographically,  we  are  already  solidly  entrenched 
in  many  of  the  right  places  for  maximum  growth:  the  sun¬ 
shine  belts  of  the  west,  southwest  and  southeast;  the 
strong  midwestern  and  border  state  markets;  the  metro¬ 
politan  northeast  corridor  stretching  from  Boston  to 
Connecticut,  New  York,  New  Jersey  and  Washington. 
Beyond  that,  I  can  report  that  we  are  presently  studying 
every  major  U.S.  trading  area  in  which  we  are  not  repre¬ 
sented  with  a  view  to  answering  three  questions:  Can  we 
enter  the  market?  Should  we?  If  so,  how  should  we  go 
about  it? 

Federated  will  continue  to  program  profitable  expansion 
where  we  see  opportunities.  Obviously,  the  state  of  the 
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economy  will  affect  the  pace  of  our  expansion.  Nonethe¬ 
less,  we  are  scheduled  to  build  an  average  of  about 
1 ,900,000  square  feet  a  year  for  the  next  three  years,  with 
the  lion’s  share  of  this  in  department  stores.  We  intend  to 
maintain  our  financial  standards  and  avoid  profitless 
growth. 

So  how  does  it  all  add  up?  Last  November,  in  an  appear¬ 
ance  before  the  New  York  Society  of  Security  Analysts,  we 
tried  to  put  a  dollar  sign  on  the  future.  These  are  the  num¬ 
bers  we  came  up  with: 

Our  sales,  now  some  $3  billion,  will,  we  expect,  increase 
to  more  than  $5  billion  from  our  existing  divisions  alone 
by  1979. 

We  anticipate  that  earnings  will  grow  at  a  commen¬ 
surate  rate  with  Ralphs  and  Gold  Circle  making  important 
contributions,  but  department  stores  providing  approxi¬ 
mately  85%  of  our  1979  profit  dollars. 

Unhappily,  that  projection  is  the  one  statement  in  this 
report  that  must  be  accompanied  by  an  if.  We  will  reach 
those  goals  if  the  present  recession  is  short-lived— and  the 
economy  turns  around,  say,  by  late  1975.  In  any  case,  a 
more  prolonged  economic  downturn  would  mean  only 
that  it  might  take  us  longer  to  hit  those  targets  than  we 
presently  expect.  Despite  all  the  problems  that  our  nation 
now  faces,  our  faith  in  the  essential  soundness  of  the 
American  economy  is  unshaken.  We  believe  our  country 
will  continue  to  grow  and  prosper.  And  we  believe  we  will 
continue  to  do  those  things  that  will  permit  Federated  to 
share  in  that  bright  tomorrow. 
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Net  sales .  $3,269,108 

Income  before  income  taxes .  238,013 

Percent  of  sales .  7.3% 

Federal,  state  and  local  income  taxes .  119,000 

Net  income .  119,013 

Percent  of  sales .  3.6% 

Dividends  paid .  51,400 

Earnings  retained .  67,613 

Capital  expenditures .  137,082 

Depreciation  and  amortization .  56,164 

Taxes  other  than  income  taxes .  67,379 


Notes: 

(1)  The  acquisition  of  Ralphs  in  1967  was 
accounted  for  as  a  pooling  of  interests.  Figures 
for  prior  years  have  been  restated. 

(2)  Adjusted  to  reflect  2-for-1  split  in  1968. 

(3)  Based  on  average  number  of  shares  outstanding 
during  the  year. 

(4)  Based  on  number  of  shares  outstanding  at  end 
of  year. 

(5)  Based  on  average  of  shareholders'  equity  at 
beginning  and  end  of  year. 


Per  Share  of  Common  Stock(2) 

Net  income(3) .  $  2.69 

Dividends .  1.16 

Shareholders'  equity  (book  value)(4) .  21.64 


Year-End  Financial  Position  (dollars  in  thousands) 

Gross  accounts  receivable . 

Inventories . 

Working  capital . 

Property  and  equipment— net . 

Long-term  debt . 

Shareholders’  equity . 

Return  on  shareholders'  equity(5)  .  .  .  . 


Statistics 

Number  of  department  stores  at  end  of  year  .  .  .  130 

Number  of  square  feet  of  department  store  space 
(in  thousands) .  28,516 

Average  number  of  shares  outstanding 
(in  thousands) (2) .  44,310 


$  567,292 
321,477 
395,262 

741,764  4 

126,275 
959,086  - 
12.9% 
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1973 

1972 

1971 

1970 

1969 

1968 

1967H) 

1966(D 

1965(D 

$2,962,051 

$2,665,148 

$2,353,095 

$2,091,515 

$1,992,669 

$1,813,771 

$1,680,747 

$1,560,663 

$1,481,058 

224,732 

219,033 

192,424 

160,829 

177,291 

169,169 

162,170 

149,684 

141,638 

7.6% 

8.2% 

8.2% 

7.7% 

8.9% 

9.3% 

9.6% 

9.6% 

9.6% 

111,000 

110,460 

96,218 

78,660 

91,349 

88,899 

78,916 

73,043 

68,186 

113,732 

108,573 

96,206 

82,169 

85,942 

80,270 

83,254 

76,641 

73,452 

3.8% 

4.1% 

4.1% 

3.9% 

4.3% 

4.4% 

5.0% 

4.9% 

5.0% 

47,786 

45,997 

43,790 

43,547 

42,430 

40,203 

35,965 

35,423 

32,840 

65,946 

62,576 

52,416 

38,622 

43,512 

40,067 

47,289 

41,218 

40,612 

164,945 

116,062 

94,100 

93,562 

102,575 

56,918 

60,223 

55,101 

44,133 

46,929 

40,023 

34,915 

30,443 

26,990 

24,723 

22,392 

20,452 

19,103 

61,781 

52,901 

45,451 

41,386 

38,414 

34,018 

31,000 

28,208 

26,457 

$  2.57  $ 

2.46  $ 

2.20 

$  1.89  $ 

1.98  $ 

1.85  $ 

1.92 

$ 

1.77  $ 

1.69 

1.08 

1.04 

1.00 

1.00 

.9772 

.9272 

.85 

.8374 

.7772 

20.11 

18.67 

17.18 

15.89 

15.03 

14.08 

13.21 

12.13 

11.24 

$  533,706 

$  480,647 

$  454,251 

$  415,548 

$  398,972 

$  358,421 

$  321,420 

$  315,502 

$  293,985 

336,815 

309,818 

276,469 

235,746 

240,047 

210,419 

194,783 

181,216 

161,433 

377,602 

419,568 

415,692 

395,829 

357,103 

375,405 

362,642 

342,972 

336,751 

671,608 

561,754 

488,518 

436,725 

387,050 

328,831 

303,900 

274,934 

244,979 

116,505 

117,623 

113,937 

112,065 

69,531 

70,793 

72,317 

75,657 

82,026 

889,352 

826,376 

755,452 

692,474 

653,319 

612,026 

573,512 

525,981 

487,140 

13.3% 

13.7% 

13.3% 

12.2  % 

13.6% 

13.5% 

15.1% 

15.1% 

15.7% 

126 

117 

110 

107 

102 

97 

98 

91 

87 

27,384 

25,592 

24,461 

23,459 

22,595 

21,078 

20,528 

19,369 

18,203 

44,249 

44,214 

43,755 

43,548 

43,500 

43,461 

43,392 

43,376 

43,399 
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Highlights  from  Form  10-K  Annual  Report  Filed  with 
the  Securities  and  Exchange  Commission  and  Supplemental 
Financial  and  Operating  Data 

A  copy  of  the  full  10-K  report  is  available,  without  charge,  upon  request  to:  Manager  of  Investor  Relations 

Federated  Department  Stores,  Inc. 


222  West  Seventh  Street,  Cincinnati,  Ohio  45202 

Consolidated  Five-Year  Summary  of  Operations 

52  Weeks  Ended  52  Weeks  Ended  53  Weeks  Ended  52  Weeks  Ended 
February  1, 1975  February  2, 1974  February  3, 1973  January  29, 1972 

52  Weeks  Ended 
January  30, 1971 

Net  sales  and  rental  revenues  .  . 

Cost  of  sales,  including 

.  $3,273,282,370 

$2,966,176,331 

$2,669,955,820 

$2,357,673,521 

$2,096,935,045 

occupancy  and  buying  costs .  . 

Selling,  publicity,  delivery  and 

.  $2,432,945,638 

$2,198,761,345 

$1,965,631,765 

$1,729,334,771 

$1,545,108,939 

administrative  expenses  .  .  . 

Provision  for  possible  future 

570,182,745 

516,166,374 

465,643,247 

419,065,446 

373,033,668 

losses  on  receivables  .... 

14,500,459 

10,570,727 

9,516,471 

8,971,028 

9,649,499 

Interest  expense . 

22,186,028 

15,946,237 

10,131,292 

7,878,505 

8,314,267 

Interest  capitalized . 

(4,545,933) 

— 

— 

— 

— 

Total  costs . 

.  $3,035,268,937 

$2,741,444,683 

$2,450,922,775 

$2,165,249,750 

$1,936,106,373 

Income  before  income  taxes  .  . 

.  $  238,013,433 

$  224,731,648 

$  219,033,045 

$  192,423,771 

$  160,828,672 

Income  taxes . 

119,000,000 

111,000,000 

110,460,000 

96,218,000 

78,660,000 

Net  income . 

.  $  119,013,433 

$  113,731,648 

$  108,573,045 

$  96,205,771 

$  82,168,672 

Earnings  per  share . 

.  $  2.69 

$  2.57 

$  2.46 

$  2.20 

$  1.89 

Fully  diluted  earnings  per  share  . 

.  $  2.61 

$  2.50 

$  2.39 

$  2.13 

$  1.83 

Dividends  per  share . 

.  $  1.16 

$  1.08 

$  1.04 

$  1.00 

$  1.00 

Average  shares  outstanding  .  . 

44,309,686 

44,248,890 

44,213,964 

43,755,211 

43,548,399 

Management's  Discussion  and  Analysis  of  the  Summary  of  Operations 


Except  for  interest  and  income  taxes,  which  are  com¬ 
mented  on  below,  the  year-to-year  changes  in  items  in¬ 
cluded  in  the  Consolidated  Summary  of  Operations  for 
the  last  two  fiscal  years  were  a  result  of  normal  re¬ 
curring  business  transactions  and  were  consistent  with 
sales  trends. 

Sales  in  the  last  two  years  have  increased  10.4%  and 
11.1  %  respectively  and  reflect  additions  of  new  stores, 
enlargements  of  existing  stores,  the  intensification  of 
merchandising  in  existing  stores  and  higher  prices. 

The  increased  interest  expense  in  the  last  two  years 
reflects  higher  short-term  debt  and  higher  rates.  Effective 
February  3, 1974,  the  company  adopted  the  policy  of 
capitalizing  real  estate  taxes  and  interest  on  construction 
in  progress  and  land  held  for  future  use,  in  order  to  better 
match  costs  and  revenues  and  to  conform  to  the  practice 
of  major  industry  competition.  Under  this  policy,  such 
amounts  capitalized  on  depreciable  assets  will  be  am¬ 
ortized  over  the  lives  of  the  assets.  The  effect  of  this 


prospective  change  was  to  increase  net  income  for  the 
52  weeks  ended  February  1, 1975  by  $2,588,000  or  $.06 
per  share. 

The  provision  for  income  taxes  for  the  52  week  periods 
ended  February  1, 1975  and  February  2, 1974  has  in¬ 
creased  consistent  with  the  increase  in  pre-tax  income, 
and  also  reflects  increased  state  tax  rates  and  increased 
investment  credit. 

For  additional  comments  on  the  current  operations  of 
the  company,  please  refer  to  the  letter  to  shareholders, 
starting  on  page  2.  This  discusses  the  year's  financial 
progress  and  how  the  company  met  the  difficult  eco¬ 
nomic  pressure  of  1974.  It  also  gives  some  brief  comments 
on  the  activities  of  a  number  of  our  divisions.  It  is 
suggested  that  you  refer  to  the  special  report  "Federated 
Looks  to  Tomorrow”  by  Ralph  Lazarus,  chairman  of  the 
company,  which  begins  on  page  6.  It  discusses  the  social 
and  cultural  changes  that  are  taking  place  and  how 
Federated  has  charted  its  future  course  to  cope  with  them. 
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Quarterly  Price  Range  and  Cash  Dividends 


Year  Ended  February  1, 1975  Year  Ended  February  2, 1974 


Stock  Prices 

Dividend 

Stock  Prices 

Dividend 

High 

Low 

Per  Share 

High 

Low 

Per  Share 

1st  Quarter 

$37Vz 

$29’/z 

$.29 

$53  % 

$41 

$.27 

2nd  Quarter 

35V4 

26Vz 

.29 

45V4 

38Vs 

.27 

3rd  Quarter 

283/e 

20V8 

.29 

45 

35Vz 

.27 

4th  Quarter 

345/a 

23% 

.29 

38% 

26% 

.27 

Sales  and  Profit  Contribution 

Five  Years  Ended  February  1, 1975 

Department  Stores  and 
Mass  Merchandising  Divisions 


Department  Stores  _ Mass  Merchandising  Divisions _ 

Sales  Profit  Contribution  Sales  Profit  Contribution 


Years  Ended 

Amount 

%  to  Total 

Amount 

%  to  Sales 

Amount 

%  to  Total 

Amount 

%  to  Sales 

February  1, 1975 

$2,496,903,705 

76.4% 

$256,941,038 

10.3% 

$772,204,658 

23.6% 

$23,979,950 

3.1% 

February  2, 1974 

2,325,732,128 

78.5 

244,025,400 

10.5 

636,318,508 

21.5 

16,008,851 

2.5 

February  3, 1973 

2,157,390,728 

80.9 

232,720,733 

10.8 

507,757,257 

19.1 

15,294,110 

3.0 

January  29, 1972 

1,969,119,168 

83.7 

209,357,127 

10.6 

383,976,275 

16.3 

10,416,316 

2.7 

January  30, 1971 

1,792,239,707 

85.7 

176,554,723 

9.9 

299,275,122 

14.3 

5,576,717 

1.9 

Note:  Profit  contribution  represents  the  pre-tax  profit  from  operations  of  the  divisions  before  allocating  to  them  the  central  office  costs  and  inter¬ 
est  expense.  Such  unallocated  costs  aggregated  $42,907,555,  $35,302,603,  $28,981,798,  $27,349,672  and  $21,302,768  for  the  years  shown  above. 
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Income  Tax  Expense 


Years  Ended 


February  1, 1975 

February  2, 1974 

February  3, 1973 

January  29, 1972 

Federal  . 

$101,185,000 

$  95,074,000 

$  95,000,000 

$84,900,000 

State  and  local . 

17,815,000 

15,926,000 

15,460,000 

11,318,000 

$119,000,000 

$111,000,000 

$110,460,000 

$96,218,000 

Effective  income  tax  rate  on 

income  before  income  taxes  . 

50.0% 

49.4% 

50.4% 

50.0% 

Note:  Internal  Revenue  Service  examination  of  our  Federal  income  tax  returns  has  been  completed  through  February  2,  1974. 


Accounts  Receivable  and  Allowance  for  Doubtful  Accounts 


Allowance  for 

Gross  Doubtful  Accounts 


Receivables 

Amount 

% 

February  1, 1975 

$567,292,066 

$13,300,001 

2.3% 

February  2, 1974 

533,705,925 

11,474,022 

2.1 

February  3, 1973 

480,646,657 

10,399,276 

2.2 

January  29, 1972 

454,250,920 

10,142,686 

2.2 

January  30, 1971 

415,548,438 

9,762,374 

2.3 

Note:  Gross  receivables  stated  before  deducting  allowance  for  doubtful 
accounts,  deferred  service  charges  and  accounts  sold  to  finance 
subsidiary  net  of  retained  equity. 


Merchandise  Inventories 


Total 


Department 


Inventory 

Stores 

Mass  Merchandising 

Ratio  to 

Amount  Sales 

Amount 

Ratio  to 
Sales 

Ratio  to 

Amount  Sales 

February  1, 1975 

$321,477,361 

9.8% 

$263,981,404 

10.6% 

$57,495,957 

7.4% 

February  2, 1974 

336,814,893 

11.4 

284,575,745 

12.2 

52,239,148 

8.2 

February  3, 1973 

309,817,745 

11.6 

272,002,545 

12.6 

37,815,200 

7.4 

January  29, 1972 

276,469,461 

11.7 

247,290,486 

12.6 

29,178,975 

7.6 

January  30, 1971 

235,746,092 

11.3 

212,716,873 

11.9 

23,029,219 

7.7 

Note:  Ratio  to  sales  represents  percentage  of  year  end  inventory  to  sales  for  the  year. 


January  30, 1971 
$72,500,000 
6,160,000 
$78,660,000 


48.9% 
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Store  Units  and  Space 


Major  Additions  and  Expansions 
Year  Ended  February  1, 1975 


Total  as  of  February  1, 1975 


Square 

Square 

Units 

Feet  in 

Number 

Feet  in 

Added 

Thousands 

of  Units 

Thousands 

Abraham  &  Straus . 

.  1 

428 

10 

4,243 

Bloomingdale's . 

— 

— 

11 

2,491 

Boston  Store . 

— 

— 

6 

1,232 

Bullock's . 

— 

— 

13 

3,532 

Bullock's  Northern  California  .... 

.  — 

— 

2 

342 

Burdine's . 

.  1 

151 

11 

2,455 

Filene's . 

.  i 

130 

11 

1,607 

Foley's . 

.  i 

232 

7 

2,069 

Goldsmith's . 

.  — 

— 

4 

971 

Lazarus  . 

.  i 

182 

11 

2,980 

Levy's . 

.  — 

— 

1 

227 

I.Magnin . 

.  — 

— 

22 

1,287 

Rike’s . 

.  — 

— 

5 

1,527 

Sanger-Harris . 

.  — 

— 

9 

1,597 

Shillito's . 

.  — 

— 

7 

1,956 

Total  Department  Stores . 

130 

28,516 

Gold  Circle . 

.  6 

676 

23 

2,767 

Gold  Triangle . 

.  “ 

— 

5 

400 

Gold  Key . 

.  — 

— 

3 

484 

Ralphs . 

.  8 

292 

82 

2,604 

Total  Federated . 

243 

34,771 

Note:  Two  stores  were  closed  in  1974;  Filene's  Chestnut  Hill  store  (82,000  square  feet),  replaced  by  new  store  (130,000  square  feet), 
and  Ralphs  Western  store  (24,000  square  feet). 
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Capital  Expenditures 


Years  Ended 


February  1, 1975 

February  2, 1974 

Amount  %  to  Total 

Amount  %  to  Total 

Land . 

Buildings,  fixtures  and 
equipment: 

.  .  $  9,486,218 

6.9% 

$  12,034,800 

7.3% 

Department  Stores .  . 

.  .  91,945,679 

67.1 

118,423,704 

71.8 

Mass  Merchandising  . 

.  .  33,178,321 

24.2 

33,913,347 

20.6 

Other . 

.  .  2,472,266 

1.8 

572,695 

.3 

$137,082,484 

100.0% 

$164,944,546 

100.0% 

Employment  Data 


The  concept  of  equal  employment  opportunity  has  been 
a  longstanding  and  traditional  policy  within  Federated 
Department  Stores,  Inc.  In  1963  Federated  was  one  of  the 
original  companies  to  commit  itself  to  the  voluntary 
program  of  Plans  for  Progress.  In  the  spring  of  1968,  as  a 
participant  in  the  program  of  the  National  Alliance  of 
Businessmen,  Federated  spearheaded  the  drive  to 
provide  employment  for  the  so-called  "hard-core." 

To  date,  our  minority  employment  performance  com¬ 
pares  favorably  with  the  national  averages  released  by 
the  Equal  Employment  Opportunity  Commission. 

As  described  in  data  compiled  as  of  June  1, 1974, 
Federated  increased  the  number  of  its  minority 
employees  from  15.8  to  16.4  percent  of  total  employee 
population.  62  percent  of  total  minority  employment  is 
female  and  38  percent  is  male.  Total  female  employment 
increased  5.6  percent  in  1974.  Female  employees 


represent  68.6  percent  of  the  total  employee  population 
and  44.5  percent  of  officials  and  managers  are  female. 

The  company  has  implemented  various  principles  and 
programs  which  are  designed  to  assure  continued 
progress  in  all  aspects  of  equal  employment  opportunity. 


Category 

Total 

Female 

Minority 

Officials,  managers, 

and  professionals  .... 

10,996 

4,895 

631 

Sales  workers . 

44,079 

35,003 

5,101 

Office  and  clerical 
workers . 

13,219 

11,681 

2,724 

Technicians,  craftsmen, 
and  operatives . 

7,654 

3,357 

1,748 

Laborers  and  service 
workers . 

13,272 

6,258 

4,414 

Total . 

89,220 

61,194 

14,618 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Income 


52  Weeks  Ended 
February  1, 1975 


Net  Sales,  including  leased  department  sales .  $3,269,108,363 

Rental  Revenues .  4,174,007 

$3,273,282,370 

Deduct: 

Cost  of  goods  sold  and  expenses 

exclusive  of  items  listed  below .  $2,821,435,176 

Taxes  other  than  income  taxes .  67,378,597 

Depreciation  and  amortization .  56,164,345 

Real  estate  rent  expense  (note  12) .  26,289,006 

Maintenance  and  repairs .  21,896,590 

Retirement  expense  (note  3) .  24,465,128 

Interest  expense— net(notes  2  and  5) .  17,640,095 

Total  costs  (note  10) .  $3,035,268,937 


Income  Before  Income  Taxes .  $  238,013,433 

Federal,  state  and  local  income  taxes  (note  1): 

Current .  $  108,212,000 

Deferred .  10,788,000 

$  119,000,000 

Net  Income . •  .  .  .  .  $  119,013,433 


Earnings  per  Share  of  Common  Stock  (note  11) .  $2.69 

Fully  Diluted  Earnings  per  Share  (note  11) .  2.61 


52  Weeks  Ended 
February  2, 1974 


$2,962,050,636 

4,125,695 

$2,966,176,331 


$2,551,242,781 
61,780,794 
46,928,975 
25,423,154 
19,913,477 
20,209,265 
_ 15,946,237 

$2,741,444,683 


$  224,731,648 

$  103,389,000 
7,611,000 
$  111,000,000 

$  113,731,648 


$2.57 

2.50 


21 


Federated  Department  Stores,  Inc. 

Consolidated  Balance  Sheet 


Assets 


February  1, 1975 


Current  Assets: 

Cash .  $  38,415,056 

Accounts  receivable  (page  25) .  465,877,007 

Merchandise  inventories  (note  1) .  321,477,361 

Supplies  and  prepaid  expenses .  16,492,920 

Total  Current  Assets .  $  842,262,344 


Other  Assets: 

Deferred  tax  charges  (note  1) .  $  — 

Property  not  used  in  operations— at  cost,  less  accumulated  depreciation  .  43,308,363 

Investment  in,  and  advances  to,  unconsolidated  subsidiaries— 
at  equity  (notes  1  and  5) .  18,265,051 

Miscellaneous .  11,629,393 


$  73,202,807 


Property  and  Equipment-net  (page  25) .  698,455,450 

$1,613,920,601 


February  2, 1974 


$  34,618,142 

431.944.893 

336.814.893 
12,971,247 

$  816,349,175 


$  79,963 

36,321,644 

16,262,744 

10,206,808 
$  62,871,159 


635,285,999 

$1,514,506,333 


22 


Liabilities  and  Shareholders'  Equity 


February  1, 1975 


Current  Liabilities: 

Notes  payable  and  long-term  debt  due  within  one  year .  $  51,797,605 

Accounts  payable  and  accrued  liabilities .  270,477,975 

Income  taxes  (note  1) .  124,724,518 

Total  Current  Liabilities .  $  447,000,098 


Deferred  Income  Taxes  (note  1) .  7,248,631 


Deferred  Compensation  (note  6) 


74,311,006 


Long-Term  Debt,  due  after  one  year  (note  7) 


126,275,149 


Shareholders’  Equity  —  44,31 2,609  and  44,230,745  common 
shares  outstanding  (page  24) . 


959,085,717 

$1,613,920,601 


February  2, 1974 


$  35,275,752 

294,229,978 

109,241,297 
$  438,747,027 


69,902,143 

116,505,496 

889,351,667 

$1,514,506,333 
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Federated  Department  Stores,  Inc. 

Shareholders'  Equity 


February  1, 1975  February  2, 1974 


Shareholders'  Equity: 

Preferred  stock,  no  par  value,  authorized  5,000,000  shares,  none  issued . 

Common  stock,  par  value  $1.25  per  share,  authorized  60,000,000  shares,  issued  46,239,426  shares 

(1,624,479  reserved — notes  7,  8  and  9),  no  change  during  two  years . 

Capital  in  excess  of  par  value  of  common  stock . 

Accumulated  earnings  employed  in  the  business . 

Less  1,926,817  and  2,008,681  shares  of  treasury  stock,  at  cost . 


$  —  $  — 


57,799,282 

114,375,922 

832,879,076 

$1,005,054,280 

45,968,563 

$  959,085,717 


57,799,282 

114,287,309 

765,265,935 

$937,352,526 

48,000,859 

$889,351,667 


52  Weeks  Ended  52  Weeks  Ended 
February  1, 1975  February  2, 1974 


Capital  in  Excess  of  Par  Value  of  Common  Stock: 

Balance,  beginning  of  year .  $114,287,309  $113,650,326 

Credit  from  treasury  stock  issued  under  deferred  compensation  plan,  stock  option 
plans,  restricted  stock  purchase  plan  and  for  conversion  of  debentures  88,613  636,983 

Balance,  end  of  year .  $114,375,922  $114,287,309 


Accumulated  Earnings  Employed  in  the  Business: 

Balance,  beginning  of  year . 

Net  income . 

Cash  dividends — $1.16  and  $1.08  per  share  . 
Balance,  end  of  year . 


52  Weeks  Ended 
February  1, 1975 


$765,265,935 

119,013,433 

$884,279,368 

51,400,292 

$832,879,076 


52  Weeks  Ended 
February  2, 1974 


$699,320,123 

113,731,648 

$813,051,771 

47,785,836 

$765,265,935 


52  Weeks  Ended  52  Weeks  Ended 

February  1, 1975  February  2, 1974 


Shares 

Treasury  Stock: 

Balance,  beginning  of  year .  2,008,681 

Additions .  — 

2,008,681 

Deductions  for  deferred  compensation  plan  (75,194  and  67,794  shares), 
for  stock  option  plans  (none  and  44,180  shares),  for  restricted  stock 
purchase  plan  (6,670  and  30,965  shares)  and  for  debentures 


converted  to  common  stock  (none  and  3,265  shares) .  81,864 

Balance,  end  of  year .  1,926,817 


Cost  Shares  Cost 


$48,000,859 


$48,000,859 


1,966,955 

187,930 

2,154,885 


$  44,393,750 
8,334,746 

$  52,728,496 


2,032,296  146,204  4,727,637 

$45,968,563  2,008,681  $  48,000,859 
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Accounts  Receivable 


February  1, 1975 

February  2, 1974 

Due  from  customers: 

Thirty-day  accounts . 

Deferred  payment  accounts . 

Other  accounts  receivable . 

$112,058,804 

424,939,526 

30,293,736 

$567,292,066 

$112,769,404 

395,071,531 

25,864,990 

$533,705,925 

Less: 

Allowance  for  doubtful  accounts . . 

Deferred  service  charges . 

Accounts  sold  to  finance  subsidiary,  less  company's  equity  therein 

of  $4,493,840  and  $4,612,500  (note  5) . 

$  13,300,001 
2,732,088 

85,382,970 

$  11,474,022 
2,649,510 

87,637,500 

$101,415,059 

$101,761,032 

$465,877,007 

$431,944,893 

Property  and  Equipment 


Accumulated 
Depreciation  and 

Cost  Amortization  Net 


February  1, 1975: 

Land . 

Buildings,  substantially  all  on  owned  land 
Buildings  on  leased  land,  improvements  to 
leased  properties  and  leaseholds  .  . 
Store  fixtures  and  equipment  .  .  . 


$  69,809,440 
357,413,618 

195,059,713 

343,869,922 

$966,152,693 


$ 

84,867,037 

61,207,443 

121,622,763 

$267,697,243 


$  69,809,440 
272,546,581 

133,852,270 

222,247,159 

$698,455,450 


February  2, 1974: 

Land . 

Buildings,  substantially  all  on  owned  land 
Buildings  on  leased  land,  improvements  to 
leased  properties  and  leaseholds  .  . 
Store  fixtures  and  equipment .... 


$  67,077,056 
322,068,269 

179,009,503 

299,385,121 

$867,539,949 


$ 

73,643,535 

53,877,687 

104,732,728 

$232,253,950 


$  67,077,056 
248,424,734 

125,131,816 

194,652,393 

$635,285,999 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Changes  in  Financial  Position 


Source  of  Funds: 

Net  income . 

Items  not  requiring  outlay  of  funds: 

Depreciation  and  amortization . 

Deferred  compensation  and  deferred  income  taxes  . 

Total  funds  provided  from  operations . 

Increase  in  long-term  debt . 

Common  stock  issued  for  employee  plans 

and  debenture  conversions . 

Disposition  of  property  and  equipment . 


Application  of  Funds: 

Dividends . 

Purchase  of  property  and  equipment . 

Decrease  in  long-term  debt . 

Increase  in  investment  in,  and  advances  to,  unconsolidated 

subsidiaries . 

Other— net . 

Increase  (Decrease)  in  working  capital . 


Increase  (Decrease)  in  Components  of  Working  Capital: 

Cash . 

Accounts  receivable . 

Merchandise  inventories . 

Supplies  and  prepaid  expenses . 

I  ncrease  in  cu  rrent  assets . 

Notes  payable  and  long-term  debt  due 

within  one  year . 

Accounts  payable  and  accrued  liabilities  .  .  .  . 

Income  taxes . 

Increase  in  current  liabilities . 

Increase  (Decrease)  in  working  capital . 


52  Weeks  Ended 
February  1, 1975 

52  Weeks  Ended 
February  2, 1974 

$119,013,433 

$113,731,648 

56,164,345 

15,672,353 

$190,850,131 

11,390,523 

46,928,975 

11,327,661 

$171,988,284 

151,633 

1,823,698 

10,695,402 

$214,759,754 

4,127,567 

8,094,998 

$184,362,482 

$  51,400,292 
137,082,484 
1,620,870 

$  47,785,836 
164,944,546 
1,269,535 

2,002,307 

4,993,703 

17,660,098 

$214,759,754 

1,172,022 

11,156,557 

(41,966,014) 

$184,362,482 

$  3,796,914 

33,932,114 
(15,337,532) 
3,521,673 

$  25,913,169 

$  (7,838,010) 
6,242,518 
26,997,148 
1,512,109 

$  26,913,765 

$  16,521,853 
(23,752,003) 
15,483,221 

$  8,253,071 

$  17,660,098 

$  15,025,960 
51,886,042 
1,967,777 

$  68,879,779 
$(41,966,014) 
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Federated  Department  Stores,  Inc. 

Notes  to 

Consolidated  Financial  Statements 


1.  Summary  of  Significant  Accounting  Policies.  All  sub¬ 
sidiaries  are  consolidated,  except  Federated  Acceptance 
Corporation,  a  wholly-owned  finance  subsidiary  (see 
note  5),  and  Federated  Stores  Realty,  Inc.,  a  wholly-owned 
(non-material)  real  estate  subsidiary  created  in  1973. 

Merchandise  inventories  are  substantially  all  valued  by 
the  retail  method  and  stated  on  the  LIFO  (last-in,  first-out) 
basis  which  is  lower  than  market.  At  February  1 , 1 975  and 
February  2, 1974,  they  were  $93,347,000  and  $66,693,000 
lower  than  they  would  have  been  had  the  retail  method 
been  used  without  the  application  of  the  LIFO  basis. 

Depreciation  and  amortization  are  provided  on  a 
straight-line  basis  for  book  purposes  over  the  shorter  of 
estimated  asset  lives  or  lease  terms. 

Effective  February  3, 1974  real  estate  taxes  and  interest 
on  construction  in  progress  and  land  held  for  future  use 
are  capitalized.  Amounts  capitalized  on  depreciable  assets 
are  amortized  over  the  estimated  asset  lives  (see  note  2). 

The  provision  for  income  taxes  includes  $17,815,000 
and  $15,926,000  of  state  and  local  taxes  (substantially  all 
current)  for  the  years  ended  February  1, 1975  and 
February  2, 1974.  Total  investment  tax  credits  ($4,530,000 
for  the  year  ended  February  1 , 1 975  and  $4,278,000  for 
the  preceding  year)  are  used  to  reduce  federal  income  tax 
expense  in  each  year.  Deferred  income  taxes  are  provided 
on  non-permanent  differences  between  reported  and 
taxable  income. 

The  current  liability  for  income  taxes  includes  a  deferred 
amount  of  $66,656,000  at  February  1 , 1975  and 
$63,197,000  at  February  2, 1974  from  deferment  of  gross 
margin  on  installment  sales. 

Deferred  income  taxes  (deferred  tax  charges  at  February 
2, 1974)  are  principally  the  net  result  of  the  deferred  tax 
liability  from  accelerated  depreciation  and  the  deferred 
tax  charges  resulting  from  deferred  compensation. 

2.  Change  in  Accounting  Policy.  Effective  February  3, 1974, 
the  company  adopted  the  policy  of  capitalizing  real  estate 
taxes  and  interest  on  construction  in  progress  and  land 
held  for  future  use,  in  order  to  better  match  costs  and 
revenues  and  to  conform  to  the  practice  of  major  industry 
competition.  Under  this  policy,  such  amounts  capitalized 
on  depreciable  assets  will  be  amortized  over  estimated 
asset  lives.  The  effect  of  this  prospective  change  was  to 
increase  net  income  by  $2,110,000  for  interest  capitalized 
and  by  $478,000  for  real  estate  taxes  capitalized, 
aggregating  $.06  per  share. 


3.  Retirement  Expense  consists  of  contributions  to  the 
Retirement  Income  and  Thrift  Incentive  Plan  and  three 
plans  assumed  in  acquisitions,  all  of  which  are  deferred 
payment  profit  sharing  plans  qualified  under  Internal 
Revenue  Service  regulations,  plus  contributions  to  certain 
union  pension  funds  and  direct  payments  made  to  some 
retired  employees.  No  employee  can  actively  participate 
in  more  than  one  plan. 

4.  Credit  Operations  results,  presented  in  conformity  with 
industry  standards,  are  as  follows: 


52  Weeks  Ended  52  Weeks  Ended 
February  1, 1975  February  2, 1974 


Credit  Sales . 

$1,429,389,206 

$1,342,848,461 

Finance  charge  revenues  .... 
Costs  of  credit  operations: 

$  54,685,489 

$  49,333,868 

Provision  for  possible 

future  losses  on  receivables  . 

$  14,500,459 

$  10,570,727 

Pro  forma  interest . 

Operating  and  administrative 

35,857,733 

28,805,376 

expenses  . 

42,101,685 

37,831,684 

Income  taxes . 

(19,605,000) 

(14,355,000) 

$  72,854,877 

$  62,852,787 

Excess  of  costs  over  revenues  .  . 

$  18,169,388 

$  13,518,919 

Percent  of  credit  sales  .... 

1.3% 

1.0% 

Pro  forma  interest  is  computed  at  the  average  rate  for  borrowings 
applied  to  the  average  total  of  customer  accounts  receivable,  after 
subtracting  applicable  deferred  income  taxes.  Finance  charge  revenues 
are  included  in  net  sales  in  the  consolidated  statement  of  income. 

5.  Federated  Acceptance  Corporation  purchases  accounts 
receivable  of  Federated  Department  Stores,  Inc.  withhold¬ 
ing  five  percent  of  the  receivable  balances  as  a  reserve 
against  collection.  Federated  Acceptance  Corporation  had 
pre-tax  income  of  $3,298,659  for  the  year  ended  February 

1, 1975  and  $2,250,833  for  the  previous  year,  which  have 
been  applied  as  a  reduction  of  consolidated  interest 

expense. 

Following  is  a  comparative  balance  sheet  of  Federated 

Acceptance  Corporation: 

February  1, 1975 

February  2, 1974 

Assets 

Customer  receivables  of  $89,876,810 

and  $92,250,000  purchased  from 
Federated  Department  Stores,  Inc. 
less  5%  withheld  pending 
collection . 

.  $85,382,970 

$87,637,500 

Cash . 

152,785 

128,049 

Other  assets . 

238,373 

197,805 

$85,774,128 

$87,963,354 

Liabilities  and  Equity 

Short-term  notes  payable  .  .  . 

.  $67,300,000 

$70,500,000 

Federal  income  taxes . 

Accounts  payable  and  accrued 

483,356 

1,044,400 

liabilities . 

Equity  of  Federated  Department 

14,314 

157,799 

Stores,  Inc . 

.  17,976,458 

16,261,155 

$85,774,128 

$87,963,354 
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6.  Deferred  Compensation  represents  principally  cash  and 
stock  distributable  after  retirement  or  termination  under 
the  company's  Executives  Deferred  Compensation  Plan  in 
which  eligible  executives  may  elect  to  defer  a  portion  of 
their  compensation  each  year.  The  company  maintains 
shares  in  the  treasury  to  cover  the  number  it  estimates  will 
be  needed  for  distribution  of  stock  credits  currently 
outstanding. 

7.  Long-Term  Debt: 


February  1, 1975  February  2,  1974 


Sinking  fund  debentures  due 

1995, 83/s% . 

.  $  50,000,000 

$  50,000,000 

Sinking  fund  debentures  due 

2002, 7y»% . 

50,000,000 

50,000,000 

Convertible  debentures  due 

1985, 4V2% . 

13,452,000 

13,452,000 

Other,  average  about  5%  and  6%  . 

12,823,149 

3,053,496 

$126,275,149 

$  1 16,505,496 

In  the  next  five  years,  maturities  vary  in  annual  amounts 
from  $4,800,000  to  $5,600,000.  Thereafter,  to  the  year 
2002,  maturities  vary  from  $2,500,000  to  $7,300,000 
annually.  The  convertible  debentures  are  convertible  into 
328,097  shares  of  common  stock  at  $41  per  share. 

8.  Stock  Option  transactions  under  the  1971  plan,  which 
provides  for  grants  of  either  qualified  or  non-qualified 
options  at  not  less  than  100%  of  market,  and  under  a  prior 
plan  (which  has  been  terminated  except  for  shares  already 
granted),  were  as  follows: 


52  Weeks  Ended  52  Weeks  Ended 
February  1,  1975  February  2 , 1974 


Shares 

Grant 

Price 

Shares 

Grant 

Price 

Outstanding,  beginning 
of  year . 

.  241,850 

$45-58 

306,075 

$27-58 

Granted  at  100%  of 
market . 

.  175,000 

32 

134,000 

45-47 

Expired  or  cancelled  .  . 

.  (5,900) 

45-56 

(154,045) 

37-58 

Exercised . 

— 

— 

(44,180) 

27-37 

Outstanding,  end 
of  year . 

.  410,950 

32-58 

241,850 

45-58 

Exercisable,  end 
of  year  . 

87,775 

45-58 

29,925 

45-58 

Available  for  additional 
grants .  89,750 

No  grants  have  been  made  under  the  plan  approved  by 
the  shareholders  in  May,  1973  which  authorized  the  grant¬ 
ing  of  either  qualified  or  non-qualified  options  at  not  less 
than  100%  of  market  for  an  additional  500,000  shares. 

9.  Restricted  Stock  Purchase  Plan  grants  (made  at  the 
greater  of  book  value  or  50%  of  market)  were  made 
during  the  year  ended  February  1, 1975  for  43,300  shares 
at  book  value,  all  of  which  were  exercised  or  cancelled, 
leaving  no  grants  outstanding  at  the  year-end.  Of  the 
200,000  shares  originally  approved  by  the  shareholders  in 
1969, 45,682  shares  were  available  for  future  grants  at 
February  1, 1975. 


No  grants  were  made  under  a  similar  plan  approved  by 
the  shareholders  in  May,  1974  which  authorized  grants  for 
an  additional  250,000  shares. 

10.  Total  Costs  are  classified  in  the  Annual  Report  to  the 
Securities  and  Exchange  Commission  as  follows: 


Cost  of  sales,  including 
occupancy  and  buying  costs  . 
Selling,  publicity,  delivery  and 
administrative  expenses  .  . 
Provision  for  possible  future 
losses  on  receivables  .  .  . 

Interest  expense . 

Interest  capitalized  .  .  .  . 


52  Weeks  Ended 
February  1, 1975 

52  Weeks  Ended 
February  2, 1974 

.  $2,432,945,638 

$2,198,761,345 

.  570,182,745 

516,166,374 

14,500,459 

22,186,028 

(4,545,933) 

10,570,727 

15,946,237 

$3,035,268,937 

$2,741,444,683 

11.  Earnings  per  Share  of  Common  Stock  are  based  on 
average  shares  outstanding  of  44,309,686  and  44,248,890 
for  the  years  ended  February  1, 1975  and  February  2, 1974 
Any  dilution  from  the  potential  issuance  of  shares  under 
the  deferred  compensation  plan,  the  restricted  stock  pur¬ 
chase  plan  and  the  stock  option  plans  would  be  less  than 
3% .  Fully  diluted  earnings  per  share  take  into  account  the 
above  items  plus  the  shares  issuable  upon  conversion 

of  debentures. 

12.  Rent  Expense  consists  of: 


52  Weeks  Ended  52  Weeks  Ended 
February  1, 1975  February  2, 1974 


Real  estate  rent  expense  (principally 
from  non-capitalized  financing 
leases): 


Base  rent  .... 

....  $24,199,427 

$23,358,226 

Computed  as  percentages 

of  sales  .... 

2,089,579 

2,064,928 

Total . 

....  $26,289,006 

$25,423,154 

Personal  property  rent  expense 

(included  in  "Cost  of  goods  sold 

and  expenses")  .  .  . 

....  $  6,246,208 

$  7,268,541 

Income  from  sub-leases  (included 

in  "Rental  revenues")  . 

....  $  1,597,212 

$  1,766,537 

Deduct 

Commitments 

Gross 

Under 

Net 

Commitments 

Sub-Leases 

Commitments 

Minimum  rental 

commitments  under 

non-cancellable  leases  as 

of  February  1, 1975 

Years  ending  January: 

1976  .... 

.  $21,803,000 

$1,196,000 

$20,607,000 

1977  .... 

.  21,158,000 

1,050,000 

20,108,000 

1978  .... 

.  20,262,000 

932,000 

19,330,000 

1979  .... 

.  18,990,000 

796,000 

18,194,000 

1980  .... 

.  18,201,000 

553,000 

17,648,000 

Five  years  ending 

January: 

1985  .... 

.  77,998,000 

2,490,000 

75,508,000 

1990  .... 

.  60,796,000 

1,332,000 

59,464,000 

1995  .... 

.  39,274,000 

73,000 

39,201,000 

Subsequent  to 

January  1995  .  . 

.  52,445,000 

— 

52,445,000 
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Most  leases  require  the  company  to  pay  taxes  (recorded 
as  taxes)  and  other  expenses,  some  call  for  additional 
amounts  based  on  percentages  of  sales  and  some  contain 
purchase  options. 

At  February  1, 1975  the  present  value  of  minimum  rental 
commitments  under  non-capitalized  financing  leases 
(excluding  taxes  and  other  expenses  assumed  by  lessors) 
was  $169,200,000  for  real  estate  and  $1 ,500,000  for 
personal  property.  The  weighted  average  interest  rate 
used  in  these  computations  was  5.7% .  The  present  value 
of  non-cancellable  sub-leases  at  February  1, 1975  was 
$5,600,000. 

If  non-capitalized  financing  leases  had  been  capitalized, 
net  income  would  have  been  reduced  $598,000  for  the 
year  ended  February  1 , 1 975  and  $61 0,000  for  the  prior 
year,  which  amounts  are  not  material. 

13.  Major  Commitments  for  the  purchase  or  construction 
of  facilities  at  February  1 , 1 975  amounted  to  approximately 
$95,000,000. 


Accountants'  Report 

Touche  Ross  &  Co. 

1633  Broadway 

New  York,  New  York  10019 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  consolidated  balance  sheet 
of  Federated  Department  Stores,  Inc.  and  subsidiaries  as 
of  February  1, 1975  and  February  2, 1974  and  the  related 
statements  of  income,  shareholders'  equity  and  changes 
in  financial  position  for  the  years  then  ended.  Our 
examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  aforementioned  consolidated 
financial  statements  present  fairly  the  financial  position 
of  Federated  Department  Stores,  Inc.  and  subsidiaries  at 
February  1 , 1 975  and  February  2, 1974  and  the  results 
of  their  operations  and  the  changes  in  their  financial 
position  for  the  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a 
consistent  basis. 

March  25, 1975  Touche  Ross  &  Co. 

Certified  Public  Accountants 


29 


Board  of  Directors 


ROSS  F.  Anderson  member  of 
the  board  of  directors  since  7969; 
group  president  of  Federated  and 
chief  executive  officer  of  I.  Magnin 
&  Co.;  also  on  the  board  of 
Congoleum  Corporation, 
Associated  Merchandising 
Corporation  and  American 
Potato  Co. 


Howard  W.  Johnson  member 
of  the  board  of  directors  since 
7966;  chairman  of  the  Corporation 
of  Massachusetts  Institute  of  Tech¬ 
nology,  also  on  the  board  of  E.  I. 
duPont  de  Nemours  and  Company, 
John  Hancock  Mutual  Life  Insur¬ 
ance  Company,  Morgan  Cuaranty 
Trust  Company  of  New  York  and 
Champion  International 
Corporation 


Ralph  Lazarus*  member  of  the 
board  of  directors  since  7957; 
chairman  of  Federated  Depart¬ 
ment  Stores,  Inc.;  also  on  the 
board  of  General  Electric  Com¬ 
pany,  Scott  Paper  Company,  The 
Chase  Manhattan  Corporation  and 
The  Chase  Manhattan  Bank,  N.A. 


Milton  S.  Berman  member  of 
the  board  of  directors  since  1973; 
chairman  of  Foley's;  also  on  the 
board  of  Associated  Credit  Services 
and  Houston  Housing  Develop¬ 
ment  Corporation 


Harold  Krensky*  member  of  the 
board  of  directors  since  7969; 
president  of  Federated  Department 
Stores,  Inc.;  also  on  the  board  of 
Liberty  Mutual  Insurance  Company, 
Liberty  Mutual  Fire  Insurance  Com¬ 
pany  and  Associated  Merchan¬ 
dising  Corporation 


Daniel  W.  LeBlond*  member  of 
the  board  of  directors  since  1975; 
^K3  president  of  LeBlond  Incorporated; 
1  also  on  the  board  of  Eagle-Picher 

Industries,  Incorporated,  Emery 
\  ■  Industries,  Incorporated,  The  Filth 

— ^  Third  Bank  (Cincinnati)  and  Ohio 

National  Life  Insurance  Co. 


William  H.  Dennler  member  of 

the  board  of  directors  since  1972; 
retired  director,  vice  chairman  of 
the  board  and  executive  officer  of 
General  Electric  Company;  also  on 
the  board  of  Raybestos — 
Manhattan,  Incorporated  and 
Advance  Investors  Corporation 


Lawrence  Lachman  member  of 
the  board  of  directors  since  1974; 
chairman  of  Bloomingdale's;  also 
on  the  board  of  American  Can 
Company  and  Drydock  Savings 
Bank 


Walter  L.  Lingle,  Jr.*  ** 

member  of  the  board  of  directors 
since  7966;  retired  executive  vice 
president,  Procter  &  Gamble  Com¬ 
pany,  1931-  69;  also  on  the  board 
of  Burlington  Industries,  Incorpo¬ 
rated,  The  Fifth  Third  Bank 
(Cincinnati),  Richardson-Merrell 
Incorporated  and  R.  J.  Reynolds 
Industries,  Inc. 


General  Alfred  M.  Gruenther** 

member  of  the  board  of  directors 
since  7965;  retired  Supreme  Allied 
Commander,  Europe,  1953-56;  re¬ 
tired  president,  American  Red 
Cross,  1957-64;  also  on  the  board 
of  Dart  Industries,  Inc. 


S  Herbert  S.  Landsman*  member 
of  the  board  of  directors  since 
1971;  executive  vice  president  of 
Federated  Department  Stores,  Inc.; 
also  on  the  board  of  Clopay 
Corporation 


Peter  G.  Peterson  member  of 
the  board  of  directors  since  1973; 
chairman  of  Lehman  Brothers,  In¬ 
corporated;  partner,  Lehman 
Brothers;  also  on  the  board  of  The 
Lehman  Corporation,  Lehman 
Holding  Co.,  Inc.,  General  Foods 
Corporation  and  Minnesota  Mining 
and  Manufacturing  Company 


Dr.  Jerome  Heartwell  Holland** 

member  of  the  board  of  directors 
since  1972;  former  president, 
Hampton  Institute,  7959-69;  former 
U.S.  Ambassador  to  Sweden,  7969- 
72;  also  on  the  board  of  American 
Telephone  &  Telegraph  Company, 
Union  Carbide  Corporation, 

Ceneral  Foods  Corporation, 
Manufacturer's  Hanover  Trust 
Company,  The  Continental 
Corporation,  Ceneral  Cigar  Co. 

Inc.,  Chrysler  Corporation,  The 
New  York  Stock  Exchange  and 
Zurn  Industries,  Inc. 


**Members,  audit  committee 
*Members,  executive  committee 


I  Charles  Y.  Lazarus  member  of 

TB  the  boiinl  (  c  1(>7 

RBf  chairman  of  La/anis;  also  on  the 

hoard  of  A sxx  iatcif  Men  handismg 

Corporation,  The  Midland  Mutual 
Life  Insurance  ompany  and  Fed- 
eral  Reserve  Hank  of  Cleveland 


Maurice  Lazarus*  member  of 
the  board  of  directors  since  1963; 
chairman  of  the  finance  com¬ 
mittee,  Federated  Department 
Stores,  Inc.;  also  on  the  board  of 
Utek  Corporation,  Massachusetts 
Mutual  Life  Insurance  Company 
and  New  England  Telephone  & 
Telegraph  Company 


T.  Spencer  Shore*  **  member 
of  the  board  of  directors  since 
1955;  former  chairman  of  Eagle- 
Picher  Industries,  Incorporated; 
also  on  the  board  of  Central 
Bancorporation,  Inc.,  Cluett, 
Peabody  &  Co.,  Inc.,  the 
Cincinnati  Gas  &  Electric  Company 
and  Eagle-Picher  Industries, 
Incorporated 


Eugene  Walsh  member  of  the 
board  of  directors  since  1969; 
chairman  of  Ralphs  Grocery 
Company;  also  on  the  board  of 
Tele-Research  Inc. 
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Officers 


Ralph  Lazarus 

Chairman  of  the  Board 

John  H.  F.  Hoving 

Senior  Vice  President 

Harold  Krensky 

President 

Frank  Mayans 

Senior  Vice  President 

Maurice  Lazarus 

Chairman  of  the 

Finance  Committee 

Joseph  J.  Preminger 

Senior  Vice  President 
and  Controller 

Ross  F.  Anderson 

Croup  President 

Eugene  Rappeport 

Senior  Vice  President 

Bernard  S.  Klayf 

Executive  Vice  President 

James  B.  Selonick 

Senior  Vice  President 

Herbert  S.  Landsman 

Executive  Vice  President 

Milton  S.  Berman 

Vice  President 

Ben  E.  Ames 

Senior  Vice  President 

Herbert  R.  Bloch,  Jr. 

Vice  President 

Clinton  F.  Herby 

Senior  Vice  President 

Walter  A.  Couper 

Vice  President 

Raymond  H.  Cummins 

Vice  President 

Hal  W.  Field 

Vice  President 

Phyllis  S.  Sewell 

Vice  President 

Weston  P.  Figgins 

Vice  President 

Donald  J.  Stone 

Wee  President 

Alan  B.  Gilman 

Vice  President 

Douglas  Thomsen 

Vice  President 

Melvin  Jacobs 

Vice  President 

E.  Robert  Turner 

Vice  President 

Lawrence  Lachman 

Vice  President 

Eugene  B.  Walsh 

Wee  President 

Charles  Y.  Lazarus 

Wee  President 

Edward  E.  Watson 

Wee  President 

Fred  Lazarus  III 

Vice  President 

Boris  Auerbach 

Secretary 

Gerald  E.  Napier 

Wee  President 

J.  Gibson  DeLacey 

Treasurer 

Powell  McHenry 

General  Counsel 

Transfer  Agents 


Registrars 


Manufacturers  Hanover 
Trust  Company 

Four  New  York  Plaza 
New  York ,  N.V.  70075 


Security  Pacific 
National  Bank 

Security  Pacific  Plaza 
333  South  Hope  Street 
Los  Angeles.  Calif.  90077 


Bankers  Trust  Company 

Two  Broadway 
New  York ,  N.V.  70004 


Crocker  National  Bank 

677  West  5/xt/)  Street 
/.os  Angeles,  Calif.  90077 


The  principal  market  in  which  the  common  stock  of  Federated  Department  Stores,  Inc.,  is  traded  is  the  New  York  Stock  Exchange. 


Divisions  of  Federated  Department  Stores,  Inc. 

Note:  The  figures  in  parenthesis,  following  store  locations,  indicate  floor  space  of  each  in  thousands  of  square  feet. 
★  Denotes  headquarter  stores. 


Abraham  &  Straus  established  1865 
Sanford  J.  Zimmerman,  chairman 
Alan  B.  Gilman,  president 

*  Brooklyn,  NY  (1,638) 

Carden  City ,  NY,  1950  (80) 

Hempstead,  NY,  1952  (560) 

Babylon,  NY,  1957  (257) 

Huntington,  NY,  1962  (311) 

Manhasset,  NY,  1965  (265) 

Smith  Haven,  NY,  1969  (236) 
Woodbridge,  Nj,  1971  (285) 

Rego  Park,  NY,  1973  (306) 

Paramus,  Nl,  1974  (305) 

Bloomingdale's  established  1872 
Lawrence  Lachman,  chairman 
Marvin  S.  Traub,  president 

' k  Manhattan ,  NY  (908) 

New  Rochelle,  NY,  1947  (110) 

Fresh  Meadows,  NY,  1949  (149) 
Stamford,  CT,  1954  (228) 

Bergen  County,  NJ,  1959,  1975 
expansion  (273) 

Short  Hills ,  NJ,  1967  (250) 

Carden  City,  NY,  1972  (26 0) 

While  Plains,  NY,  Fall  1975  (263) 

Home  Furnishings  Specialty  Stores: 
Manhasset,  NY,  1971  (119) 

Scarsdale,  NY,  1971  (27) 

Jenkinlown,  PA,  1972  (110) 

Chestnut  Hill,  MA,  1973  (86) 

Boston  Store  established  1906 
Edward  E.  Watson,  chairman 
Orren  J.  Bradley,  president 

*  Milwaukee,  Wl  (516) 

Bay  Shore,  Glendale,  Wl,  1958  (141) 
Boston  Village,  Milwaukee,  1962  (89) 
Brookfield,  Wl,  1967  (179) 

Southridge,  Creendale,  Wl,  1969  (179) 
Northridge,  Milwaukee,  1972  (128) 

Bullock'S  established  1906 
Howard  Coldfeder,  chairman 
Herbert  R.  Bloch,  Jr.,  president 
+Los  Angeles,  CA  (804) 

Pasadena,  CA,  1947  (315) 

Westwood,  L.A.,  1951  (235) 

Santa  Ana,  CA,  1958  (336) 

Sherman  Oaks,  L.A.,  1962  (308) 
Lakewood,  CA,  7965  (262) 

Del  Amo,  Torrance,  CA,  1966  (262) 

La  Habra ,  CA,  1968  (272) 

Northridge,  L.A.,  1971  (190) 

South  Coast  Plaza,  Costa  Mesa,  CA, 
1973  (186) 

Mission  Valley,  San  Diego,  CA, 

Spring  1975  (187) 

West  Covina,  CA,  Fall  1975  (150) 

Specialty  Stores: 

Wilshire,  L.A.,  1929  (231) 

Palm  Springs,  CA,  1930  (47) 

Woodland  Hills,  L.A.,  1973  (84) 

Bullock's  Northern  California 

established  1971 

B.  Paul  Heidrick,  president 

Richard  Crafts,  executive  vice  president 

i kStanford ,  Palo  Alto,  CA,  1972  (154) 

Walnut  Creek,  CA,  1973  (188) 

San  Jose,  CA,  Fall  1975  (176) 


Burdine's  established  1898 
Melvin  Jacobs,  chairman 
Richard  W.  McEwen,  president 

★  Miami,  FL  (529) 

Ft.  Lauderdale,  FL,  1947  (195) 

Miami  Beach ,  FL,  1953  (98) 

West  Palm  Beach,  FL,  1954  (161) 

163rd  Street,  Miami,  1956  (256) 
Dadeland,  Miami.  1962  (401) 

Westland,  Hialeah,  FL,  1967  (155) 
Pompano  Beach,  FL,  7969  (152) 
Hollywood,  FL,  1970  (151) 

Colonial  Fashion  Square,  Orlando,  FL, 

1973  (206) 

Altamonte,  Orlando,  1974  (151) 
Clearwater,  FL,  Fall  1975  (154) 

Filene's  established  1852 
Weston  P.  Figgins,  chairman 
Joseph  E.  Brooks,  president 

*  Boston,  MA,  1973  reconstruction 
(656) 

Wellesley,  MA,  1924  (37) 

Belmont,  MA,  1941  (47) 

Chestnut  Hill,  MA,  1950, 

1974  replacement  (130) 

North  Shore,  Peabody,  MA,  7957  (114) 
South  Shore,  Braintree,  MA,  7967  (126) 
Natick,  MA,  7965  (110) 

Burlington,  MA.  1968  (119) 

Hyannis,  MA,  1970  (43) 

Warwick,  Providence,  Rl,  1970  (119) 
Worcester,  MA,  1971  (106) 

Foley's  established  1900 
Milton  S.  Berman,  chairman 
Stewart  Orton,  president 
k Houston ,  TX  (801) 

Sharpstown.  Houston,  7967  (321) 
Pasadena,  Houston,  1962  (127) 

Almeda  Mall,  Houston,  7966  (308) 
Northwest  Mall,  Houston,  7967  (313) 
Home  Furnishings  Store,  Houston, 

1972  (65) 

Memorial,  Houston,  1974  (134) 

Gold  Circle  established  7967 
Hal  W.  Field,  chairman 
Martin  B.  Clark,  president 
North,  Columbus,  OH,  1968  (122) 

East,  Columbus,  1968  (122) 

Northwest,  Columbus,  1969  (125) 

East,  Dayton,  OH,  1969  (120) 

Northwest,  Dayton,  1969  (124) 
Southeast,  Dayton,  1969  (127) 

West,  Columbus,  1970  (134) 

Elyria,  OH,  1971  (103) 

Middleburg  Heights,  Cleveland,  OH, 
1971  (103) 

West,  Cleveland,  1971  (134) 

Willoughby  Hills,  Cleveland,  1971  (134) 
East,  Cincinnati,  OH,  1973  (134) 
Northwest,  Cincinnati,  1973  (134) 

North  Olmstead,  Cleveland,  1973  (103) 
West,  Cincinnati,  1973  (134) 

Springfield,  OH,  1973  (104) 

Mentor,  OH,  1973  (134) 

East,  Akron,  OH,  1974  (132) 

West,  Akron,  1974  (132) 

North,  Cincinnati,  1974  (103) 

Bedford,  Cleveland,  1974  (103) 

Canton,  OH,  1974  (103) 

Northeast,  Columbus,  1974  (103) 

North,  Rochester,  NY,  Fall  1975  (138) 
South,  Rochester,  Fall  1975  (138) 

West,  Rochester,  Fall  1975  (103) 

South,  Columbus ,  Fall  1975  (100) 


Gold  Key  established  1971 
Irwin  C reenwald,  president 
Costa  Mesa,  CA,  1972  (167) 

San  Jose,  CA,  1972  (158) 

Van  Nuys,  CA,  1973  (159) 

Goldsmith's  established  1870 
Raymond  H.  Cummins,  chairman 
Edmond  D.  Cicala,  president 
+ Memphis,  TN  (49 6) 

Oak  Court,  Memphis,  7967  (204) 
Southland  Mall,  Memphis,  1966  (136) 
Raleigh  Springs,  Memphis,  1971  (135) 

Gold  Triangle  established  1968 
George  C.  Summerell,  president 
Plantation,  FL,  1970  (76) 

Skylake,  Miami,  FL,  1970  (76) 
Dadeland,  Miami,  1970  (76) 

Orlando,  FL,  1973  (86) 

Tampa,  FL,  1973  (86) 

Lazarus  established  1851 
Charles  Y.  Lazarus,  chairman 
William  P.  Giovanello,  president 
it  Columbus,  OH  (1,308) 

Westland,  Columbus,  1962  (211) 
Northland,  Columbus,  1964,  1975 
expansion  (331) 

Eastland,  Columbus,  1967  (195) 
Richland,  Mansfield.  OH,  1969  (180) 
Kingsdale,  Upper  Arlington,  OH, 

1970  (85) 

Lima,  OH,  1971  (170) 

Home  Store  East,  Columbus,  1972  (73) 
Capri  Shop,  Columbus,  1973  (34) 
Castleton,  Indianapolis,  IN,  1973  (312) 
Lafayette,  Indianapolis,  1974  (141) 

Levy's  established  1903 
Henry  Quinto,  president 
James  D.  Nelson,  executive  vice 
president 

it  Tucson,  AZ,  1975  expansion  (302) 

I.  Magnin  &  Co.  established  1876 
Ross  F.  Anderson,  group  president 
John  Schumacher,  president 

itSan  Francisco,  CA  (253) 

Oakland,  CA.  1931  (65) 

Los  Angeles,  CA.  1939  (141) 

Beverly  Hills,  CA,  1945  (99) 

Santa  Barbara,  CA,  1945  (24) 

Pasadena,  CA,  1949  (41) 

Sacramento,  CA,  1953  (7) 

Seattle,  WA,  1954  (80) 

La  Jolla,  CA,  1954  (29) 

Palo  Alto,  CA,  1955  (100) 

Fresno,  CA,  1955  (20) 

Santa  Ana,  CA,  1958  (42) 

Carmel,  CA,  1960  (19) 

San  Fernando  Valley,  Sherman  Oaks, 
CA,  1962  (28) 

Portland,  OR,  7962  (32) 

Phoenix,  AZ,  1963  (33) 

Santa  Clara,  CA,  1964  (32) 

San  Mateo,  CA,  1965  (29) 

Del  Amo,  Torrance,  CA,  7967  (22) 
Palm  Springs,  CA,  1967  (21) 

Walnut  Creek,  CA,  1967  (32) 

Chicago,  IL,  1971  (138) 


Ralphs  established  1873 
Eugene  B.  Walsh,  chairman 
Byron  E.  Allumbaugh,  president 
71  supermarkets  in  Greater  Los  Angeles 
totaling  2,273,000  square  feet;  six 
new  markets,  an  additional  216,000 
square  feet,  to  open  in  1975,  eleven 
supermarkets  in  Greater  San  Francisco 
totaling  331,000  square  feet;  two  new 
markets,  an  additional  70,000  square 
feet,  to  open  in  1975. 

Rike's  established  1853 
Douglas  M.  Thomsen,  chairman 
kDayton,  OH  (921) 

Kettering,  OH,  7967  (131) 

Salem,  Dayton,  1963,  1975  expansion 
(214) 

Dayton  Mall,  Dayton,  7969  (191) 
Springfield,  OH,  1971  (156) 

Sanger-Harris  established  1857 
Donald  J.  Stone,  chairman 
John  D.  Miller,  president 
k  Dallas,  TX  (460) 

Highland  Park,  Dallas,  1949  (33) 

Oak  Cliff  Harris  Center,  Dallas, 

1955  (108) 

Preston  Center,  Dallas,  1957  (212) 

Big  Town,  Dallas,  1959  (113) 

Plymouth  Park,  Irving,  TX,  1963  (139) 

Six  Flags  Mall,  Arlington,  TX,  1970  (164) 
Town  East,  Dallas,  1972  (168) 

Valley  View,  Dallas,  1973  (200) 

Red  Bird  Mall,  Dallas,  Spring  1975  (152) 

Shillito'S  established  1830 
Fred  Lazarus  III,  chairman 
Edward  H.  Selonick,  president 
k Cincinnati ,  OH  (850) 

Tri-County,  Cincinnati,  1960  (237) 
Western  Woods,  Cincinnati,  1963  (178) 
Kenwood  Mall,  Cincinnati ,  1966  (207) 
Beechmont  Mall,  Cincinnati,  1969  (114) 
Oxmoor  Center,  Louisville,  KY,  1970 
(185) 

Fayette  Mall,  Lexington,  KY,  1971  (185) 
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